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To the Commission: 

REQUEST FOR REVIEW OF DECISION 
BY SCHOOLS AND LIBRARIES DIVISION 
TO RESCIND FUNDING COMMITMENT 

FOR FUNDING YEAR 2000-2001 

Hispanic Information and Telecommunications Network, Inc, (“HITN”), through the 

undersigned counsel, and pursuant to 47 C.F.R. Sections 54.719(c) and 54.721, hereby requests 

review of the “Administrative Decision on Appeal” and the “Commitment Adjustment Letter” of 

Universal Service Administrative Company’s Schools and Libraries Division (“SLD”) regarding 

funding for year 2000-2001 granted to one HITN customer or that funding year. A copy of the 

final Administrative Decision on Appeal, dated October 13,2004, is attached hereto as HITN 

Attachment 1, and a copy of the SLD’s initial Commitment Adjustment Letter, dated May 14, 

2004, is attached hereto as HITN Attachment 2. 

By way of these two decisions, the SLD has rescinded the funding previously granted for 
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equipment and services already provided by HITN to Biblioteca Residencial Aguadilla 
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(“Aguadilla”) for funding year 2000-2001. For the reasons set forth below, the Commission 

should reverse the SLD’s rescission of the original hnding commitment. 

For purposes of this appeal, HITN submits the following identifylng information: 

Funding Year: 
Applicant Name: 
Funding Request Number: 
Form 471 Application Number: 
Site Identifier: 
Billed Entity Number: 
SPIN: 
Service Provider: 

Services Ordered: 

2000-200 1 
Biblioteca Residencial Aguadilla 
423091 
194580 
199704 
199704 
143006644 
Hispanic Information and Telecommunications Network, 
InC. 
Internal Connections 

I. The SLD Disregarded the Information HITN Submitted Regarding Equipment 
Installation for the Bibliotheca Residencial Aguadilla. 

The Commitment Adjustment Letter stated that the SLD auditors - KPMG - could not 

locate the equipment that was funded for the Biblioteca Residencial Aguadilla (Aguadilla 

residence library). However, in its appeal, HITN provided several pieces of 

contemporaneous evidence demonstrating that the equipment was installed in the Aguadilla 

housing complex. H1T”s letter of Appeal is hereto attached as Attachment 3. 

The Aguadilla housing community is composed of several buildings, including the Juan 

Ducos building and the Agustin Stahl building. The records HITN provided to SLD 

demonstrate delivery of equipment on May 15,2000, and installation of equipment on July 7 

and 14,2000 in the Agustin Stahl building. 

As HITN explained in its SLD appeal, the equipment was originally installed in the Juan 

Ducos residence. After the installation, the Puerto Rico Housing Administration made a 

policy change and decided to place libraries only in the larger buildings. Agustin Stahl is a 
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larger building than the Juan Ducos building. This change of policy was not under HITN’s 

control; and HITN complied with the change by moving the equipment and reinstalling it in 

the Agustin Stahl residence at the customers’ request. A copy of the installation records is 

attached hereto as Attachment 4. 

When KPMG searched for the equipment, it looked in the Juan Ducos building, the 

location specified by Biblioteca Residencial Aguadilla on its FCC Form 471. The auditors 

apparently did not inquire as to whether or where the equipment was currently installed, and 

therefore reached the mistaken conclusion that the equipment had never been installed. 

The confusion apparently arose because Form 471 asks for the library mailing and 

contact information, in addition to a contact person. The form is not clear that the equipment 

must be installed at the billing address specified in Form 471 and, in fact, the billing address 

may differ fiom the actual service address. Block 1 asks for the Billed Entity Information, 

specifylng that the Billed Entity is the entity paying the bills for the services listed on this 

form (Form 471 page 1). Block 6 asks for a contact persons’ information. In addition, page 

6 of Form 471 requests the “Authorized Person” allowed to order services to provide their 

information. Significant for purposes of this appeal, nowhere in Form 471 does it ask the 

specific address that the equipment will be delivered and installed. 

The SLD Decision on Appeal states that Biblioteca Residencial Aguadilla did not 

maintain an asset register and could not verify that the equipment was installed. There was 

no SLD or FCC requirement for the library to keep an “asset register” and any failure by the 

library to keep such records is of no consequence in this decision. HITN provided to SLD 

the signed certifications for the equipment installation and SLD is choosing to disregard 
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those records in favor of a nonexistent asset register that was not required by its funding 

procedures. 

The fact is, this equipment is still in the library today. Therefore, as HITN provided the 

SLD with ample evidence that the equipment was installed in the Aguadilla housing complex 

as required, the decision to rescind funding must be reversed. 

11. HITN Was Selected through a Competitive Bidding Process that Complied with 
SLD Procedures 

The Commitment Adjustment Letter stated that there was no competitive bidding process 

for services provided to Aguadilla, yet it provides no evidence whatsoever regarding specific 

violations of the competitive bidding requirement. Commitment Adjustment Letter, page 4. 

HITN submitted information to SLD regarding the process that the Consorcio de Escuelas y 

Bibliotecas de Puerto Rico (“CEBPR’) undertook when selecting service providers to serve 

its members. Nevertheless, without providing any specific evidence, the SLD Administrative 

Decision on Appeal stated that a competitive bidding violation and conflict of interest exist 

when an applicant’s consultant who is involved in determining the products and/or services 

sought by the applicant and who is involved in the selection of the applicant’s service 

providers, is associated with the service provider that was selected. SLD Administrative 

Decision on Appeal, page 3. 

HITN reiterates that a competitive bidding process was conducted by the Consorcio de 

Escuelas y Bibliotecas de Puerto Rico (“CEBPR’). In preparation for its response to the 

SLD’s Commitment Adjustment Letter, HITN reviewed the history of its involvement as a 

bidder in this process and relayed the information to SLD regarding the competitive bidding 
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process conducted by the CEBPR from HITN’s standpoint. CEBPR filed a Form 470, 

Request for Proposals on behalf of the libraries, as required by the rules, and entertained all 

bids received fiom interested parties on behalf of its member schools and libraries as required 

by SLD procedures. HITN submitted its bid to provide internal connections and Internet 

services to consortium members, including Aguadilla - and as far as HJTN understands, it 

was the only bidder. 

As reason for concluding a competitive bidding violation, the SLD Decision on Appeal 

points to no specific or concrete evidence of an actual violation, but rather, suggests that 

HITN had a consultant involved in the CEBPR’s competitive bidding process. HITN did not 

have a consultant involved in the CEBPR’s competitive bidding process. The contact 

persons listed on Form 471 were representatives of the CEBPR and the Aguadilla library. 

HITN was selected when no other provider submitted any other bid for internal 

connections or Internet services in 2000-2001. HITN should not be penalized for being the 

only entity to submit a bid. HITN’s commitment to serving the underprivileged in Puerto 

Rico is unwavering in the face of the bureaucratic problems with the SLD that €€IT” is still 

facing today, including this negative and unfounded SLD decision on appeal. 

111. The SLD Is Seeking Improperly To Penalize HITN for Aguadilla’s Nonpayment 
of the Local Portion of Costs. 

The SLD Commitment Adjustment Letter states that the applicant failed to pay the non- 

discounted portion of funding supplied under this program, but holds HITN responsible for 

this failure. Commitment Adjustment Letter at page 4. 

The obligation to pay the non-funded amount is the responsibility of Bibliotheca 

Residencial Aguadilla, not HITN. In fact, the SLD confirms this in its statement in the 
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Administrative Decision on Appeal, noting: FCC rules require applicants to certify that, at 

the time they submit the FCC Form 471, they have secured access to all of the resources, 

including the non-discounted charges for eligible products and/or services. SLD 

Administrative Decision, page 3, citing 47 CFR Sec. 54.504(b). There is no requirement for 

a service provider to pay the applicant's non-discount local share. The rules expressly forbid 

a service provider from covering any part of the applicant's required portion of the contract 

price. Further, HIT" as service provider, cannot be found to have violated a rule that 

specifically required an applicant to pay its local share when the applicant fails to pay the 

service provider. It is HITN who is harmed in this instance, and the SLD should be pursuing 

the applicant for any program rule violation it perceives. 

HITN was not responsible for ensuring that Biblioteca Residencial Aguadilla pay its non- 

discounted portion of funding; in fact, HITN has absolutely no control over whether the 

applicant will ultimately pay its debts. Notwithstanding that Aguadilla failed to pay its local 

share (and still has not paid as of the date hereof), HITN, though not responsible for payment 

of the local share, has made commercially reasonable efforts to inform all parties, including 

Bibliotheca Residencial Aguadilla, the CEBPR, and the Puerto Rico Housing Department of 

the obligation to pay, and to collect any and all debts owed.' 

HITN, in no way, should be held responsible for Aguadilla's failure to pay, and surely this 

should not be a factor in rescinding funding for services provided in 2000-2001. 

' Please see HITN Attachment 5, Letter from HITN Counsel to Puerto Rico Housing Administration, dated January 
24, 2003, requesting immediate payment of the required local share. This letter also reminds the Housing 
Administration of their obligation under the SLD program to pay the local share. 
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CONCLUSION 

Therefore, for the reasons set forth above, the Commission should reverse the Administrative 

Decision on Appeal of the Schools and Libraries Division and reinstate the fbnding initially 

committed for services HITN provided to Biblioteca Residicial Aguadilla in fbnding year 

2000-200 1 .  

Respect filly Submitted, 

8401 Ramsey Avenue 
Silver Spring, Maryland 20910 
Tel. 301-589-2999 
Emails: rgeist@rjglawllc.com 
aamold@,rj glawllc.com 
Counsel for Hispanic Information and Telecommunications Network, Inc. 
Date: December 13,2004 
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Universal Service Administrative Company 
Schools & Libraries Division 

Administrator’s Decision on Appeal - Ftwdhrg Year 2000-2001 
October 13,2004 

Loretta J. Garcia 
RJGLaw LLC 
8401 Ramsey Avenue 
Silver Spring, MD 20910 

Re: Biblioteca Residencial Aguadilla 

Re: Billed Entity Number: 199704 
471 ApplicatimNmber 194580 
Funding Request Number(s): 423091 
Your Correspondence Dated: July 13,2004 

After thorough review and investigation of all relevant facts, the Schools and Ljkaries 
Division ((‘SLS)’) of the Universal Senrice Administrative Company (‘VSAC”) has made 
its decision in regard to your appeal of SLD’s Funding Year 2000 Comdment 
Adjustment Letter for the Application Number indicated above. This letter expMns the 
basis of SLD’s decision. The date of this letter begins the 60-day time period for 
appealing this decision to the Federal Communications Commission (“FCC”)). If your 
letter of appeal included more than one Application Number, please note that for each 
application for which an appeal is submitted, a separate letter is sent. 

Fwding Rcauest Number: 423091 
Decision on Appeal: 
Explanation: 

Denied in fnU 

0 On appeal, you disagree with the SLD conclusions in the Commitment 
Adjustment Letter by addressing each conclusion individually: 

1. In regards to the equipment that could not be located, you assert that the 
equipment is installed and operating in the AguStin Stahl commUnity of the 
Aguadilla housing complex. However, the equipment was hitiazly installed in 
the Juan Ducos residence and later reinstalled in the Dr. Agustin Stahl 
community. 

2. The competitive bidding process was conducted by the Consorcio de Escuelas 
y Biblioteca de Puerto Rico, Inc. (CEBPR) of which the Biblioteca 
Residencial de Aguadilla was a member of the consortium. Dr. Moises 
Velasquez was a manager of the CEBPR. According to conversations 

Box I25 - Correspondence Unit, 80 South Jefferson Road, Whippany, New Jersey 0798 I 
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between Mr. Cruz and Dr. Velasquez, the consortium’s staff reviewed HITN’s 
bid and selected HITN to provide service to the member schools and libraries. 
HTIN diligently notified the Biblioteca Aguadilla and the Puerto Rico 
Housing Department of the obligation to pay the non-discounted portion of 
the funding. HZTN notes that the obligation to pay the local amount not 
hnded by USAC is the obligation of the applicant, not “N. 
Notwithstanding that the obligation lies with the entity, HI” made diligent 
efforts to inform the Biblioteca ResidenciaI de Aguadilla of the obligation to 
pay the local portion of the services provided through the federal universal 
service program. 

Upon review of the appeal letter and the relevant supporting documentation, it has 
been determined by the SLD that the Commitment Adjustment Letter was 
correctly issued. An audit was conducted by KPMG at Biblioteca Residencial 
Aguadilla (BRA) on April 24,2003. One major inhction identified by the 
auditors, among others, was that the equipment funded under the e-me r#agram 
for Internal Connections was not on site at the location specified on the FCC 
Form 47 1. Since the applicant did not maintain an asset register, KPMG could 
not verify that the equipment was originally installed and operational in the 
intended eligible location. BRA did not have any confirmation that the equipment 
was delivered and installed by HITN. Furthermore, BRA has also failed to pay 
for their portion of the non-discounted amount which was submitted for 
reimbursement by HITN. During the audit, the applicant has stated that the 
reason for not paying their portion is because the gemice provider did not provide 
“certification” as required by the governmental organization to ptocess the 
payment. Lastly, the audit disclosed a violation of the competitive bidding 
process and the applicant concurred with the audit observation and believes the 
procurement procedures were not followed. Your appeal has not brought forward 
persuasive idonnation that the SLD’s decision to rescind the commitment for the 
Biblioteca Residencial de Aguadifla was incorrect. SLD can not accept new 
information on appeal unless the applicant was not given an opportunity to 
provide this infomation or an error was made by the SLD. Consequently, the 
appeal is denied. 

0 FCC rules require applicants to seek competitive bids, and in selecting a service 
provider to carefully consider all bids. 47 C.F.R. $0 54.504(a), 54.511(a). FCC 
rules M e r  require applicants to comply with all applicable state and local 
competitive bidding requirements. 47 C.F.R. 0 54.504(a), (bX’L)(vi). In the May 
23,2000 MasrerMind Internet Services* Inc. (MtzsterMid) appeal decision, the 
FCC upheld SLD’s decision to deny h d i n g  where a MasterMind employe was 
listed as the contact ptrson on the FCC Fonn 470, and MastGlrMind participated in 
the competitive bidding process initiated by the FCC Fonn 470. Requestfir 
Review by Mastermind Internet Services, Ik, Federal-State Joint Board on 
Universal Service, Changes to the Board of Directors of the National Exchange 
Carrier Association, Inc., CC Docket Nos. 96-45 and 97-21, Order, 16 FCC Rcd 
4028, FCC 00-167, fi 9 (rel. May 23,2000). The FCC reasoned that under those 
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circumstances, the Forms 470 were defective and violated the Commission’s 
competitive bidding requirements, and that in the absence of valid Forms 470, the 
funding requests were properly denied. Id. Pursuant to FCC guidance, this 
principle applies to any service provider contact information on an FCC Form 470 
including address, telephone, fax numbers, and e-mail address. 

0 Conflict of interest principles that appiy in competitive bidding situations include 
preventing the existence of conflicting mIts that could bias a contractor’s 
judgment and preventing an unfair competitive advantage. See, e.g., 48 C.F.R. 0 
9.50S(a), (b). A competitive bidding violation and conflict of interest exist when 
an applicant’s consultant, who is involved in determining the products andlor 
services sought by the applicant and who is involved in the selection of the 
applicant’s service providers, is associated with the service provider that was 
selected. 

0 FCC rules require applicants to certify that, at the time they submit the FCC Form 
471, they have secured access to all of the rcsou~ccs, including computere, 
training, sof€ware, maintenance, aml electrical connections necessary to make 
effective use of the products andor services purchased as well as to pay the non- 
discounted charges for eligible p m h &  andor senices. 47 C.F.R Q 54.504(b); 
FCC Form 471, Block 6 Item 25. SLD reviews this certification by conducting an 
Item 25 “necessary resources“ review. The FCC bas exnphasizsd the importance 
of conducting this review to protect the integrity of the schools and h%raries 
mpport mechanism. Request for Review by New orlearn PuMic Schmh, 
Federal-State Joint Bollrd on Universal Service, Changes to the Board of 
Directors of National Exchange Cam& Assaciation, inc., CC Docket NOS. 96-45 

rule requires the applicant to pay its service provider the full cost of the non- 
discounted portion owed to the service provider fiom the W s  budgeted within 
that hd ing  year. 

and 97-21, order, 16 FCC Rcd. 16,653, DA01-2097 (d. S q .  18,2001). This 

If your appeaI has been approved, but funding has been reduced or denied, you may 
appeal these decisions to &her the SLD or the Federal Communications Cornmission 
(FCC). For appeaL that have been denied in full, partially approved, dismissed, or 
cancelled, you may file an appeal with the FCC. You should refa to CC Docket No. 02- 
6 on the first page of your appeal to the FCC. Your appeal must be received or 
postmarked within 60 days of the date on this letter. Failure to meet this rcquiremcnt will 
result in automatic dismissal of your appeal. If you are submitting your appeal via United 
States Postal Service, send to: FCC, Office of the Secretary, 445 12th Street SW, 
Washington, DC 20554. Further information and options fir filing an appeal directly 
with the FCC can be found in the “Appeals Procedure’’ posted in the Reference Area of 
the SLD web site or by contacting the Client Service Bureau. We strongIyncommmd 
that you use the electronic filing options. 

Box I25 - Correspondence Unit, 80 South Jcfirson Road, Whippany, New Jcrscy 07981 
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We thank you €or your continued support, patience, and cooperation during the appeal 
process. 

Schools and Libraries Division 
Universal: Service Administrative Company 

cc: Moises Velasqucz 
Biblioteca Residencid A w l l a  
Carr 107 Hacia la Base h e y  
Aguadilla, PR 00603 

~~ 
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RJGLAw LLC 
8401 RAMSEY AVENUE 

SILVER SPRING, MD 20910 

FAX: (301) 589-2644 
TEL. (301) 589-2999 

July 13,2004 

Via Electronic MaiI: 
auaeal@sl .universalservice.org 

Letter of Appeal 
Schools and Libraries Division 
Universal Service Administrative Co. 
Box 125 - Correspondence Unit 
80 South Jefferson Road 
Whippany, NJ 07981 

Re: Appeal of Commitment Adjustment re FRN 423091, dated May 14,2004 
Hispanic Wonnation & Telccommunications Network, Inc.; SPIN: 143006644 

Dear Sir or M a c h :  

This letter is an appeal of the Commitment Adjustment Letter from Universal 

Service Administrative Co./Schools and Libraries Division to Hispanic Luf’onnation & 

Telecommunications Network, hc. (“HIT”’), dated May 14,2004. A copy of that 

Commitment Adjustment Letter is attached hereto as HITN Attachment 1.  

I For purposes of this appeal, HITN provides the following information 
regarding the USAC Commitment that is the subject to this Appenk 

Funding Year: 2000-2001 
Applicant Name: Biblioteca Residencial Aguadilla 
Funding Request Number: 423091 
Form 471 Application Number: 194580 
Site Identifier: 199704 
Billed Entity Number: I99704 
SPIN: 143006644 
Service Provider: Hispanic Inf‘ormation & Telecommunications Network, hc. 
Services Ordered: Internal connections 

http://universalservice.org


Schools and Libraries Division 
July 13,2004 

This a@ addresses the SLD’s conclusion that HITN must return to USAC/SLD 

the h d i n g  amount committed and received by HITN as reimbursement for Biblioteca 

Residencial Aguadilla, Application Number 194580. Commitment Adjustment Letter 

page 1 .  This appeal also addresscs the SLD’s statement that these fun& were committed 

to Hl” “in violation of program rules.” Id. Specifically, H1T”s appeal focuses on the 

following language from the USAC Commitment Adjustment Letter: 

After a thorough investigation, it bs been determined that committed 
amounts for this FRN must be rescinded. An audit noted tk following 
exceptions: the applicant had failed to pay the non-discounted portion, the 
equipment that was funded could not be located, and there was no 
documentation to verify that a competitive bidding process had occurred. 
FCC rules require the applicant to pay its service provider the full cost of 
the non-discounted portion owed to the service provider &om fbds 
budgeted within the h d q  year (see FCC Form 471, Block 6, item 25). 
Additionally, FCC rules require that products and services be used for 
educational purposes. Since the equipment could not be located, there is 
no assurance that the equipment was installed or put to 81t educational use. 
Due to the above noted violations of the rules of this Schools and Libraries 
Support Mechanism, the $21,879.50 commitment mount for this FRN has 
been rescinded. 

II Fun& committed to HITN for the Biblloteca Restdencial Aguadh were not 
used Sn violation of SLD reqnirements. 

A. The equipment that could not be located is installed and opemthg in 
the Aguath StahI community of the Aguadina housing cmpIex. 

The Commitment Letter states that the equipment that was funded could not be 

located. See HITN Attachment 1 ,  SLD Commitmat Adjustment Letter, page 4. 

In preparation of this appeal, HITN’s counsel reviewed the documents related to 

the Biblioteca Residencial Aguadilla, where the Iibrary subject to this appeal is located. 

According to HITN records, Artcom installed the HITN antenna and other equipment in 
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